Abstract : From October 2017 the European Union envisages the abolition of the socalled sugar quotas and minimum prices for buying sugar beet. As a consequence of these changes the sugar levies paid by the sugar factories of the Member States will cease to apply. The article identifies the fiscal effects of the abolition of these levies. The European Union and the Member States will lose some of their budget revenues. The structure of Member States' burdens for GNI payments will also change as well as their operating balance relative to the EU budget. Through the change Poland will gain, whereas some large net contributors will lose, i.e. the Netherlands, Sweden and the United Kingdom.
Introduction
From October 2017 the European Union envisages the abolition of the socalled sugar quotas (limits for Member States in the production of sugar, glucose and inulin syrup) and the minimum prices for buying sugar beet (Council Regulation of 16 December 2013) . These changes are part of the reform of the agricultural market initiated in 2013 towards further liberalization and adaptation to global conditions (World Trade Organization, 2016; European Commission, 2013) . As a consequence of these changes, sugar levies paid by sugar factories will cease to apply. The European Union will lose one of the types of so-called own resources.
The aim of the paper is to identify and assess the fiscal consequences of the abolition of sugar levies for both Member States and the European Union. In the first three sections the structure and economic importance of sugar levies was approximated. In the next two sections a fiscal impact analysis was carried out for the Member States and the EU on the basis of simulations of changes in the budget conditions in force in 2013.
Types of sugar levies
Sugar levies have been serving the general budget of the European Union since 1971 and belong to the so-called own resources of the Union (Council Decision of 21 April 1970). They are imposed directly on producers of sugar, isoglucose and inulin syrup. There are several types of sugar levies. The most important is the production levy charged in euros per ton of manufactured product with the Union setting production limits (sugar quotas) for each country, which divide the allocated limits between sugar factories. EU regulations allow sugar factories to transfer up to 50% of the production fee to sugar beet and cane growers and chicory suppliers. Enterprises are obliged to pay production levies by the end of February of a given marketing year at the latest.
In addition to the production levy there are also levies for storing stocks, sanction levies and one-off additional levies. In the years 2006-2009 there were also special restructuring levies (contributions) qualified in the budget for the so-called assigned revenue for particular aims (Council Regulation of 20 February 2006) . Sugar levies have changed over the years depending on EU policy. Table 1 presents the types and amount of sugar levies in force in 1999/2000-2016/2017. Sugar levies are collected and paid to the EU budget by the Member States. For this reason they may retain part of the collected funds to cover administrative costs. 4 The amount of these costs has changed over the years. In 1971--2001, it was set at 10% of revenue collected, in 2001-2013-at 25% of revenue, and since 2014 it is 20% of revenue earned. 
The purpose of sugar levies
Sugar charges are a derogation from the budgetary principle of material unity because they are purposeful. Revenues from these levies are allocated solely to support the internal sugar market and are to ensure responsible participation of sugar factories and sugar beet growers in financing this market. This means that the collected funds should cover expenditure on this market and thus ensure the neutrality of the mechanism against the EU budget (European Prior to the reform revenues from production levies were primarily intended for co-financing the export of sugar products and for subsidies to sugar used in the chemical industry. On the other hand the levies on inventories were used to cover the costs of sugar storage and in this way were to secure the appropriate amount of sugar on the internal market. The indicated levies indirectly also guaranteed profitable prices for sugar beet growers who were guaranteed minimum prices at which sugar factories purchased sugar beet. Sanction levies and additional one-off charges were of a supplementary character and as a rule resulted from unplanned costs or the granting of additional production quotas. Empirical data, however, indicate that the mechanism of self-financing of the market was not entirely effective. Figure 1 presents the total budget expenditure on the sugar market in comparison with the amount of sugar levies collected in 2001 -2013.
The clear advantage of spending over the revenue collected before the reform was a compilation of several factors, the most important being the costs of sugar policy for many years aimed at protecting the internal market and ensuring profitability of production. The gap was also increased by the increased administrative costs of collecting traditional revenues from 10 to 25% from 2001 and the enlargement of the Union by new countries in 2004. The latter led to a major over-production of sugar in the internal market and, consequently, increased the gap between the costs of maintaining the market and the revenues from sugar levies. In 2006 the reform of the sugar sector was initiated in the direction of reducing production, increasing competitiveness and adapting to international conditions (Directorate-General Agriculture and Rural Development, 2011). The essence of the reform was expressed in the replacement of the mechanism of price and revenue support with direct payments integrated with the entire aid system under the common agricultural policy (Ministerstwo Rolnictwa i Rozwoju Wsi, 2011). As a result, from 2011, subsidies on sugar exports and subsidies on stocks have basically ceased. The costs of limiting and diversifying production were financed from a temporary restructuring fund provided with special restructuring charges. These levies were paid by the sugar factories to the sugar quotas granted. The fund had funds in excess of EUR 6.2 billion, and the total amount of aid in 2007 -2012 amounted to almost EUR 5.5 billion. 
Fiscal significance and main payers of sugar levies
In the years 1971 -2013, sugar levies were not an efficient fiscal source and were also characterized by instability. Revenue from levies increased in general up to the second half of the 1980s, after which in successive years they gradually decreased. Figure 2 presents the fiscal performance of sugar levies in the years 1971 -2013, measured by their share in total budget revenues.
In the years 1971-1987 the revenue from sugar levies increased from 95.5 million to almost EUR 1.5 billion, which accounted for 2.7 and 4.2% of total budget revenues, respectively. A significant increase in revenues was usually recorded after the enlargement of the Communities to include new Member States and an increase in the number of sugar factories, ie after 1973 (Great Britain, Ireland and Denmark), 1981 (Greece) and 1986 (Spain and Portugal). In the 1990s the revenue was characterized by the relative stability of over EUR 1 billion, however, as a result of the introduction of GNI payments in 1988, their productivity was constantly decreasing. After 2000 the additional decrease in productivity resulted mainly from the lower revenue caused by the increase in the cost of payment of traditional resources from 10 to 25%. Another clear decline and fluctuations in the fiscal performance of levies were noted after the 2004 enlargement and they were the result of the previously indicated reform of the sugar sector. In 2007 negative revenues of -30.7 million euros (-0.03% of total budget revenues) meant a surplus over reimbursements to Member States. Returns rose from the revaluation and collection of excessive levies in 2006 (European Commission, 2008b) . On the other hand a clear increase in revenues in 2008 resulted mainly from the imposition of one-off levies (almost 540 million euros) on additional inulin production quotas. Since 2011, after the market stabilizes, only the production levy and the excess production charge are collected (Figure 3) . Revenue from these levies rose significantly from over 1971 1973 1975 1977 1979 1981 1983 1985 1987 1989 1991 1993 1995 1997 1999 . In the case of other countries this share did not exceed 7.5% with Luxembourg not paying any such levies at all. From 2005 Poland joined the group of major payers. The negative shares of some countries result from the quotient of their payments and negative total revenues from sugar levies in 2007. Unlike other countries they were not entitled to a refund. It can therefore be assumed that these countries, through budget redistribution, financed the refunds of levies to other states to a certain extent .
Losses of Member States for the abolition of administrative costs for the collection of sugar levies
The fiscal consequences of the abolition of sugar levies for Member States are expressed primarily in: 6 Calculations based on European Commission (2014b). -loss of net revenue from administrative expenses for the collection of sugar levies, -change in the GNI burden, -change in the operating balance relative to the EU budget.
The loss of net revenue from administrative costs of collecting sugar charges results from the fact that the determined costs of collecting these levies (25% of funds collected) significantly exceed the costs actually incurred. Actual tolling costs can be related to the costs of national tax assessment and collection by Member States and, for example, in 2000 -2010 they were at an average level of 0.46% of collected tax revenues in Sweden to 5.96%-in Cyprus. The average for all Member States amounted to 1.21% in this period. The analysis assumed that the actual loss of revenue for a given country is the difference between the costs set by the Union and the actual average cost of collecting national taxes in the years 2000-2010. The analysis additionally assumes: -loss of revenue from sugar levies will be compensated by a reduction in expenses on the sugar market. The Union therefore does not foresee additional adjustments to Member States› burdens, -the estimation of changes was made in the budget conditions in force in 2013, ie after the reforms and stabilization of the internal sugar market. The evolution of lost revenues of member states in 2013 is presented in Figure 5 . Figure 5 shows that the largest producers of sugar products bear the biggest losses, namely Germany (over EUR 15.5 millions), France (nearly EUR 13.0 millions) and Poland (nearly EUR 9.6 millions). Sweden exceptionally in 2013 received a refund of sugar levies of EUR 1.3 million, which gives savings in costs of about EUR 0.3 million. The reform is neutral for countries that do not produce sugar products.
Change in the burden on Member States for GNI payments
In this case the main unknown is the method of covering expenses on the sugar market after the abolition of sugar levies. Such expenditures will occur as the 2006 sector reform replaced the mechanism for supporting the prices of direct payments for growers which are entirely financed from the European Agricultural Guarantee Fund and thus from the general budget. At the same time Figure 1 shows that after 2010 the amount of direct payments exceeds the revenue from sugar levies. The analysis assumes the following: -loss of revenue from sugar levies will be compensated by additional payments from Member States for GNI, -Member States' GNI contributions have been set in proportion to their EU GNI share, -the analysis was carried out under the fiscal conditions in force in 2013.
Total net revenues from sugar levies (lost revenues) was EUR 268.8 million this year. The simulation of the payments in question in the cross-section of Member States in 2013 is shown in Figure 6 . Figure 6 shows that the main sugar producers gain first of all on the change in the burden. The benefits are all the greater the greater the share of a given country in the financing of sugar levies from the participation in financing revenue from GNI. Poland is in the best situation in this respect and which in 2013 provided over 15% of total revenues from sugar levies, while its share in creating revenues from GNI was only 2.8%. On the other hand, in a different situation, there are countries whose shares in creating revenue from sugar levies are lower than their share in generating revenue from GNI. In 2013 they mainly include Great Britain, Italy, Spain and Sweden. It should be noted that an additional fiscal burden is also created for those countries that have not paid sugar levies before (Cyprus, Estonia, Ireland, Luxembourg, Malta, Slovenia).
Changes in the operating balance
The tax burden has deep implications on the economy, influencing the economic growth and, at the same time, the welfare inequality as an effect of the revenue distribution (Tiwari & Mutascu, 2014) . The European Union does not impose real taxes on companies or Member States but receives so-called own resources from them. The fair distribution of the fiscal burden is one of the most important and the most difficult conditions for agreement between Member States regarding own resources (High Level Group, 2014) . Unfortunately no objective and timeless method of measuring this justly has been developed so far. As a consequence the agreement is often achieved through negotiations that take into account the interests and priorities of individual countries. 7 In the subject literature the justice discussed is considered in two fundamental approaches, i.e. horizontal justice and vertical justice, each of which can still be analyzed not only from the point of view of states, but also of their inhabitants (High Level Group, 2014; Cieślukowski, 2013; Cattoir, 2009; Begg & Grimwade 1998) . In the previous reports on own revenue the European Commission exposes rather a horizontal form of justice understood generally in such a way that countries with similar economic potential should experience a similar fiscal burden and which should be proportional to the economic potential measured by the share of a given country in the Union's GNI (European Commission 2011b, p. 41; European Commission 2004, pp. 64-65; European Commission 1998, p. 6) . However the fiscal burden itself is measured differently. Until the end of the previous century it was mainly measured by the share of GNI and VAT in total budget revenues 8 (gross method), while it is currently expressed in the share of the country's operating balance in GNI (the net method). In both cases excessive burdens are reduced by means of various correction mechanisms incorporated into revenues (e.g. costs of collecting traditional revenues, limiting the VAT base, temporary quota rebates). However empirical data indicate that the increasing share of GNI revenue in total budget revenues (e.g. in 2013, this share amounted to almost 74%) favours the justice achieved using the gross method. On the other hand the management of the operating balance, with unevenly distributed expenditures between Member States, makes it more difficult to achieve satisfactory burden sharing and rather serves the main payers to recover the amounts paid, rather than to achieve a fair share of burdens.
Point five shows that the abolition of sugar levies will result in changes in the structure of Member States' burdens due to GNI payments. Figure 7 shows the difference in the share of Member States' operating balance in their GNI in 2013 before and after the abolition of sugar levies.
The analysis assumes that after the abolition of sugar levies the annual allowances for GNI payments granted to the Member States will not change (the Netherlands-EUR 605 million, Sweden-EUR 150 million, the reduction of payments for the UK (the UK rebate) by Austria, Germany, the Netherlands and Sweden to a quarter of the original size), while these payments will be increased by lost administrative costs due to sugar levies. Figure 7 shows that changes in the Member States' balance of accounts in relation to GNI caused by the replacement of sugar charges by additional GNI payments are marginal. Nevertheless the biggest adverse effects of the reform were recorded by countries such as Great Britain, the Netherlands and Sweden, i.e. those that are not the main payers of sugar levies, but are the main net contributors to the EU budget and benefit from GNI contributions. The negative effects of the reform were also felt by Germany which is the largest total net payer and benefits from GNI payments. Germany noted in contrast to the countries previously mentioned, financial benefits of the implemented reform of EUR 5.8 million (Figure 6 ). Other countries slightly improved their financial situation vis-à-vis the EU budget. 
Conclusions
The article identifies the fiscal effects of the abolition of sugar levies. The European Union will lose some of its budget revenues while the Member States will lose their revenue resulting from the difference between 25% of their administrative costs and the much lower actual costs of collecting these levies. Due to the poor fiscal performance of sugar levies these losses do not significantly deteriorate the fiscal situation of the audited entities. The largest payers of these levies, including Poland, do not have the largest losses. The inclusion of sugar beet growers in direct payments with the abolition of sugar charges contributes to the need for additional financial resources. Covering these costs by Member States' payments for GNI will result in some changes in the structure of the burden on these countries as well as changes in their operating balance relative to the EU budget. Through these changes Poland will gain, on the other hand, those countries that are not essential producers of sugar will lose, including primarily, Great Britain, the Netherlands and Sweden. Additional burdens are not high, but taking into account the negative attitude of these countries to increasing payments, they may be the subject of dispute in the Council and translate into another manipulation of relief in payments.
Regarding the policy implications the results are useful for both European Union members and their country's policymakers. On the one hand public authorities should take into account the minimal sensitivity of budget revenues caused by the abolition of sugar levies. On the other hand, such adjustment seems to generate negative effects in countries that are not the main producers of sugar.
